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1) The “Right” Strategy % CenterState

Choose and execute
a strategy that
makes a difference




Case Study ' CenterState
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Qualified builders and developers looking to grow their business and build a relationship. Nationwide lending capacity with established operations in
California, Colorade, North Carolina, Oregon, Utah and Washington (additional states may be considered). Property types considered:
ANNUAL PERCENTAGE YIELD 1.35%"
TERM 1 Year single Family Residences

PUDs
Subdivisions

Condos (Attached/Detached)
And more!

1.34¢
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NONE

NONE
NONE

* High yield deposits + mispriced lending lines = negative excess return
* Consistently ranked in the bottom 6% of bank performance



Case Study =% CenterState
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* Profitable products + profitable customers = 14% consistent excess return
* Consistently ranked in top decile



Strategic vs. Capital Horizon I\/Iismatclﬁ(}enterState

Where the Strategic

Average Life of Capital vs. Strategy Horizon Should Be

Strategy !
Capital
Where The Strategic
Strategy — Strategic positioning and Horizon Is
business line decisions
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Strategic Priorities = CenterState

Banks should flip their strategic priorities!
Allocate resources based on profitability.

Lifetime Value
180,000%
18,000%
1,800%
180%

18%




Banking In One Slide

% CenterState

Return on Equity

10-Year Bank ROE Performance
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ROE Must Be > COC % CenterState

Adding Growth To An 8% ROE Bank (Cost of Capital = 10%)
| | | | | |

0%

4%

8%

Growth Rates

12%

16%

(1.00) 1.00 3.00 5.00 7.00 9.00 11.00 13.00 15.00
Intrinsic PE Value




2) Target The Right Customer "% CenterState

STRATEGIC CUSTOMER TARGET

Customers
likely to do

business
with your

Profitable
Customers

Customers Your
Bank Wants



Segment Profitability CenterState
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EXCELLENT
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Doctors Dentists Trade Private Accountants
Dealers Associations Schools
@ S

Trucking Tour Security Child Care Florists Food
Companies Services Franchisee

10



3) Focus on Lifetime Customer Value % CenterState

Customer Lifetime

Managing customer Value Management

lifetime value instead of
transaction value.

Better aligns with a O increase

Up-sell or
service and relationship Cross-sell 2
oriented culture.

o Lower Acquisition Cost

Reduce
Customer
Defection
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Bundle Products Into Solutions "% CenterState

* Group packages of products and
services together to provide
solutions.

 De-emphasize risk-centered products

 More meaningful for the customer,
higher cross-sell for the bank.




Current Structure
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Application Management

Desired Structure
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Integration: DDA API / SDK
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Product
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5) Get Proactive on Technology " CenterState

Technology by Design
(My Top 10)

1. Problem resolution
2. Data storage architecture
3. Usable mobile/online platform
*  Attractants
Account opening
Small business lending
Consumer lending
A “customer core”
Chat/chatbots/scheduling
Specialty
10. Pricing engine

© 0N U A

14



Drivers of Scale ™ CenterState

Pre-Tax Operating Profit Per Bank Employee
5180,000

5160,000
5140,000
—
5120,000
5100,000
520,000
560,000
540,000

520,000

1995 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019P

Source: FDIC, 2019 annualized
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Technology Spend CenterState

Technology as a Percent of Total Revenue
16% 15%

14%

12% 11%

10%

8%

6%

6%

4%

2%

2018 Regional Bank 2019 Average Community 2019 Expected Spend
Bank (1)

(1) Annualized fullv loaded 20 '19 technologv snend/Hovde net revenue



How Regional Banks Spend Their Tech Iﬁ@ﬁrState

Morgan Stanley

Where are Regional Banks Investing in Technology?

Majority of Regional Bank Tech Spend is Dedicated to Infrastructure / Systems Followed by Innovation

New Tech / Marketing analytics

Personalization

: I :
' AML & Fraud : )
| : i Innovation Digitization :
: Detection & Response s Al sind Robolics :
1 ' ) ’
{ Prevention Solutions Cybersecurity: Voice :
| i Mobile :
. ]

)

]

Average
Technology Spend
by Category

i

i Cloud Technology Infrastructure /
i Systems Migration Systems
s Platform Simplification
! System Modernization
i Data Centers

i Networks

i User Hardware




Branch vs. Digital % CenterState

To Build (2) $750,000 To Build (2) $650,000
To Maintain $949,000 To Maintain $324,000
To Serve 2,500 To Serve 23,000
Cost per Customer $390/Yr Cost per Customer $20/Yr
Engagement 24/Yr Engagement 122/Yr

(1) Online Mobile: Online banking, bill pay, geolocation, payment, alerts, specialty apps

(2) Depreciation: 30 years for building / 5 years for online/mobile 8



Cost And Value Difference % CenterState

Average Bank Transaction Cost

Mobile
Customers:

e 15% longer
retention
10% greater
lifetime value
(> balances

I
/T
and product

Online Interactive Mobile ATM Branch Call Center per cu stomer)
Voice
Response

)¢

aa
—

Souerce: CEB Tonver Growp | Tune 2017
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6) Manage Product Mix CenterState

Risk-Adjusted ROE

Avg. Retail Checking Only Customer — 6%
Wedding Account 11%
Remote Safe 16%
Youth Sports Account 17%
Health Savings Account 20%
Medical Services Checking 22%
Lock Box 35%

20



Payments =% CenterState

* How to move to real-time settlement (What is means
for your core system)

 What to use for P2P and B2C

 How to support e-commerce (merchant services)

* How to integrate into other products

21



py
The Battle of Treasury Management % CenterState

The war for the high-value customer will be won and lost in the
trenches of treasury management.

Why?

1. TM has better risk/reward profile than
most other products

2. Increase retention to help lifetime value

3. Hard to build C&l loans without TM

4. Ability to generate fees

22



Where To Capitalize: Merchant % CenterState

= Offer some form of mobile cards to remain relevant
° $ Increase payment services in cash management
offerings: AR, AP, one to many payments, etc.

M Consider the role of arbitration , escrow agent and
D guarantor for payments

Take on the role of an educator to merchants and
lﬂl customers

23



7) The Future of Branches =% CenterState

What is the your

roadmap and philosophy
for digital?

How will you use your
branches in the future?

24



Branch vs. Digital = CenterState

 How do you achieve that omni-channel
experience; mobile-first or true omni-channel?

 What do you do with your “digital branch”?

O Footprint?

O Contiguous geo areas?

O Contiguous product areas?

O Customer segment focused?

O State/Nationwide?
 What happens to your physical branch?

O How do you drive relevancy?

25






A Banking Vision = CenterState

What would a bank have to look like so that there was a
line of customers clamoring to do business with it?

Our Bank Is
Not For 1) Demand would have to exceed supply

Everyone

\/ |l D " ] 2) The Bank would have to create
additive value

CHHembers (rfrea

La & 6 8 & & 4

3) The Bank would have to make people feel
good about themselves

27



Be Clear On Your Value Proposition % (CenterState

Customer
Bank

=)

* Use Post-It Notes
 What are “substitutes” for your bank
 How do you get the value proposition across?



9) Get Serious About Sales =% CenterState

* CRM system

* Sales management
* Sales training

* Sales culture

29



Personalized Pricing ™ CenterState

One-size-fits-all pricing causes

Segment-specific pricing
both lost business and lost margin

Lost margin

> > I.L\,
(3] o] b
E Single Price ;
(7] )]
g | Lost business 8 .
£ | Profit 5| | Profit
k= I
= Pt === . - - - - Cost R S SR PR | R ISR S S
2 S 1 {
Segments (width = volume) Segments (width = volume)

* Deposit pricing first, then loans
 Works the same with a rewards program

maximizes value-capture (profit)
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Promotion Segmentation ' CenterState

-15% -10% -5% 0% 5% 10% 15%

Price
Response Sensitivity

* Give a customer a promotion
* See how they react
* Categorize them
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Data And Personalization
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Live-chat
interactions

Al-driven
recommendations

O,

Search
results

Chatbots

EB

Promotions

In-branch

> @ O

Al-driven In-location-
recommendations based offers

Receipt offers

Ex & T

POT offers , CSR, Dynamic signage
interactions

and recommendations




10) Modern About Marketing  "=CenterState

Composition of A Deposit or Loan Campaign

Purchasing The Cheapest Attention

e Organic traffic — website & landing pages
* Referred traffic from social media

e Paid search

» Retargeting / Display ads

e Partnerships

e Email

e Referral program

33



Recent Bank Product Campaign =% CenterState

(7 Avg. Visit Duration 00:05:00
Pages per Visit 1.07
A Bounce Rate 19.12%
1. Direct 71.46%) 10p Channels
2. Referral (13.95%) M Direct
M Referral
3. Organic Search (11.39%) M Organic Search
Paid Search
4. Paid Search (3.04%) M (Other)
Display
5. (Other) (0.13%)
6. Display (0.03%)

34



Partner Marketing Traffic =% CenterState

Check Credit Score Campaign to cards and accounts — 71mm visitors

- capitalone.ca 33.64%

~ 18.46%

71mm VISItorS tOtal - (T projects.movable.. 20.96%
Majority paid partnerships v

) >
creditkarma.com 6.64% | capitalone.com n
w 10.62%
cabelas.com 3.50%
. 15.35%

¥ secure.capitalon.. 2.89%

w 15.46%
... &y creditcards.chas.. 13.52%
A291%
735k advertising traffic

referrals (Of 7.9mm paid) from > copalonecom  9.25%

single source. .
thepointsguy.com \“‘r: + creditcards.com 7.2??6
._.. e, S H americanexpress... 6.65%
~ 21.65%
@ southwest.com 3.44%
\ ~ 180.8%



YouTube, Blogs and Vlogs =% CenterState

4 Reasons Why Everyone Keeps Choosing Capital One

. . . ,——, To Build/Rebuild Credit - 850 Club Credit
¢ 13 mm VIEWS fro m th IS Cam pa Ign capffa'One 850 Club Credit Consultation, LLC - | 22,771 subscribers 19K viewsl- 1 yearago * 97%
e Learn the 4 Reasons Why Everyone Keeps Choosing Capital One To Build/Rebuild

Credit! Video by Certified FICO Professional ...

* 519k referrals (estimated)

* 80k new accounts (estimated)

ira N B | sussomee 2xx |
= SUBSCRIBE 25K
cap"a} e 25,048 subscribers + 122 videos

Capital One Venture: 2019 Review (Worth It?)
Ask Sebby - ['100,280 subscribers 13K views } 2 months ago + 96%

[ Blog Post w/ Calculator ] hitp://bit.ly/2SsgJt1 Learn more about the Capital One
Venture: http://bit.ly/2KTE6ib Click "Show More" to ...

Capital One 360 Review

TruFinancials +| 9,600 subscribers 17K views]* 1 year ago + 95%

& Capital One 360 Savings Account @ Bonus $25 for using the link:
https://capital.one/2s2ESxr (Made sure to follow the ...

Capital One Platinum Mastercard
How To Build Credit TV » | 6,909 subscribers 25K views § 10 months ago + 96%

Capital One Platinum! Capital One Platinum card is a great credit card. Capital One

platinum

1534 SL18 9010




% CenterState
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Conclusion % CenterState

The future of banking looks faster,
more mobile, and more quantitative.

The current business model is
inefficient.

Banks need to leverage culture,
data, process and product to
sustain a competitive
advantage.




% CenterState

Thank You!

Chris Nichols

Chief Strategy Officer
CenterState Bank
925-202-8944
cnichols@centerstatebank.com

Want more ideas and data?

Sign up at:




Disclaimer % CenterState

This presentation is for general strategic information only and should
not be relied upon as a substitute for independent research before
making a material management decision. This presentation does not
take into account any particular bank’s performance objectives,
financial situation or needs. All banks should obtain advice based on
their unique situation before making any decision based upon this
presentation or any information contained within. In addition, any
implied projections or views of the bank market provided by the
authors may not prove to be accurate. While all the information
contained herein is believed to be accurate as of the date of source or
publication, the information is subject to change and constant revision.
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